
Enterprise Funds 

Enterprise Funds 
 
Sewerage and Drainage Operating Fund 
 
2003 Cash Balance Statement 
The beginning 2003 cash balance of $61.3 million is 8.5 percent below the 
estimate for 2002.  Although significant cash balances allowed the division to 
maintain 1998 rates through 2002 with no across-the-board increase, the 2003 
estimate includes a rate increase of five percent. 

 
2003 Revenue Summary 
User fees completely support the operations of the Division of Sewerage and 
Drainage.  Section 120 of the City Charter empowers the City Council to 
establish separate sewer and water rates in an equitable manner and in such 
amounts as will fully cover the costs of services.  Rates include the cost of 
operations, maintenance and debt service.  System rates are reviewed annually 
by the sewer and water advisory board and approved by City Council. 
 
Statements relative to this fund are made on a cash basis, which do not account 
for outstanding end of year encumbrances. A revenue summary chart and a 
description of the major sources of revenue to the sewer enterprise fund are 
provided below. 
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Revenue Notes: 
• Revenues, excluding the beginning balance, will total $138.3 million in 2003, 

or 5.7 percent more than the 2002 projection.   
• The Storm maintenance reimbursement is $8.5 million in 2003, the same as 

projected for 2002. 
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Sewer Pro Forma Operating Statement 
Presented below is a ten-year pro forma operating statement for the sewerage 
system enterprise operating funds, reflecting sanitary sewer operations only.  A 
separate pro forma statement for storm sewer operations is presented later in 
this document.  Represented is a projection of the sewerage and drainage 
operating fund revenues and expenditures on a cash basis for the period 2003 
through 2012 given certain assumptions as outlined below.  The pro forma 
operating statement is essential in planning capital improvement programs and in 
setting utility rates.   The major assumptions included are as follows: 
 
• Sanitary sales growth is projected at one percent per year from 2003 through 

2012. 
• Operations and maintenance expenses, excluding health insurance, 

equipment, pro rata and the allocation for the director’s office, are inflated at 
three percent per year.  All insurance costs reflect current estimates for 2003 
and are inflated by seven percent in subsequent years.  Personnel costs are 
inflated at three percent but reduced by $550,000 in 2004 through 2007.  This 
reduction anticipates the current work of the competitiveness program.  
Equipment costs are reduced in 2003, flat in 2004 and then held to three per 
cent inflation afterwards.  Expenses exclude any transfers to reserves. 

• System capacity charges were increased per the plan approved by the sewer 
and water advisory board through 1996 and are increased at one percent per 
year prospectively. 

• Proposed new debt is issued in the form of bonds at 4.5 percent in 2002, 5 
percent in 2003 and 5.5 percent thereafter. 

• Interest rates on revenue fund investments are projected to be three percent 
in 2003 to 2012. 

• Estimated debt service on Ohio Water Development Authority (OWDA) low-
interest loans of $263.0 million has been included within the appropriate debt 
schedules.  Use of these low-interest loan monies decrease the debt 
retirement expenses associated with sanitary sewers projects. 

• The sewer and water advisory board has recommended an across-the-board 
sewer rate increase of five percent for 2003. 

• The Division of Sewerage and Drainage's 2003 capital improvements budget 
(CIB) of $55.7 million has been reduced by 15 percent in the pro forma 
statement, and future years' debt service is reflected at 85 percent of the 
division's capital improvements plan through 2012.  This reduction recognizes 
the likelihood that actual debt issuance in any given year will not reach levels 
outlined in the capital improvements budget because of unavoidable lags in 
the project planning and implementation process. 

• The Division of Sewerage and Drainage's pro forma statement also assumes 
that all debt will be issued during the second half of the year.  Therefore, debt 
issued in 2003 results in no interest expense until 2004.  The same is true for 
subsequent issues and subsequent years’ expenditures. 

• The pro forma statement assumes debt issuance amounts of $61.8 million in 
2002, $47.4 million in 2003, $104.2 million in 2004, $113.7 million in 2005, 
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$52.7 million in 2006, $202.1 million in 2007, and $85.7 million in 2008, and 
$102.7 million per year from 2009 through 2012.  Note that these amounts 
reflect the capital improvements plan after the above-described discounts.  At 
the time of budget publication, the division was in the process of applying for 
loans.  Thus, the amount of debt to be issued for Sewers and Drains was yet 
to be determined and could be less than projected herein.  The figures 
presented are only estimates. 
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Enterprise Funds 

Electricity Enterprise Fund 
 
2003 Cash Balance Statement 
In 2003, the total volume of electric retail sales, the largest source of revenue in 
the electricity enterprise fund, is projected to increase by 3 percent over 2002 
totals.  However, as revenues into the fund fall short of projected expenses, a 
transfer from the special income tax fund has been included in the 2003 revenue 
estimate.  Discussions of the issues concerning the electricity enterprise fund 
precede the pro forma operating statement description. 
 

 
 
2003 Revenue Summary 
Electricity operating fund revenues fall into two basic categories: revenues from 
the retail sale of electricity and miscellaneous revenues for specific services 
(e.g., operation and maintenance of expressway lighting) and investments. 
 
Statements relative to this fund are made on a cash basis, which do not account 
for outstanding end of year encumbrances.  For that reason, relative percentage 
change calculations for this fund are based on current year receipts only. 
 
A revenue chart and a description of the major sources of revenue to the 
electricity enterprise fund are provided below.  
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Revenue Notes: 
• Revenues, excluding the beginning year cash balance, kilowatt hour tax 

revenues and special income tax fund transfer, are expected to be $57.4 
million in 2003, an increase of 3.3 percent over 2002 estimates. 

• Effective May 2001, changes in state law caused the Division of Electricity to 
pay the proceeds of a kilowatt hour tax to the general fund.  In order to avoid 
a net reduction in revenue to the division, the general fund reimburses the 
payments to the electricity operating fund.  While the overall effect of the tax 
is neutral, actual revenues in 2001 and all subsequent estimates include the 
kilowatt hour tax reimbursement from the general fund.  Similarly, the 
offsetting kilowatt hour tax payments to the general fund are included in 
expense projections. 
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Electricity Pro Forma Operating Statement 
During the summers of 1998 and 1999, the Division of Electricity experienced 
sudden increases in purchase power expenses.  During 1998, certain power 
sources in the Midwest were temporarily disrupted through untimely maintenance 
and tornado damage.  In 1999, the situation was further exacerbated by a severe 
nationwide heat wave.  In 1998 and in 1999, the division passed on a portion of 
these costs to customers in the form of fuel adjustment charges.  To hedge 
against a recurrence of these levels of purchase power costs, the division 
entered into contracts to cover most of the peak demand that could be 
anticipated during the summer months in 2000.  During 2000, the division was 
successful in securing favorable, long-term contacts for its purchase power to 
meet its needs into the future.  For 2003, the projections for purchase power are 
estimated to be $36.5 million and are based on a 3.3 percent rate of growth.  
(Should actual growth exceed division expectations, additional budget authority 
will be necessary.) 
 
A pro forma operating statement for the electricity enterprise fund is presented on 
the following pages. The following assumptions were used: 
 
• The operation of the former waste-to-energy facility was shifted to the Solid 

Waste Authority of Central Ohio as of April 1, 1993, and is no longer 
considered a part of the division's operations.  However, a decision by the 
City Auditor in 1995 has resulted in the shift of responsibility for revenue debt 
associated with the facility to the division’s operating fund. This pro forma 
statement assumes that the debt service associated with the revenue bonds 
for the waste-to-energy facility will require a subsidy from the special income 
tax fund.  (In March 2001, the aforementioned revenue debt was converted 
into general obligation bonds.  Debt service on the new bonds will continue to 
be serviced by the Division of Electricity.)  This pro forma statement, 
therefore, reflects that expense, as well as the revenues and expenses 
associated with the division's current objectives: division administration, street 
lighting and retail distribution. 

• The pro forma statement includes Project 2020, the Division of Electricity's 
plan to light 100 percent of city streets by the year 2020.  That objective 
should be completed without general fund or special income tax support and 
will be funded with revenues derived from electric retail sales, to the extent 
possible. 

• Project 2020 will move forward in 2003.  The Division of Electricity's proposed 
2003 through 2008 capital improvements program, as detailed within the 
capital summary of this document, includes capital expenditures related to 
Project 2020. 

• Most operational expenditures, such as materials, supplies, services, and 
capital equipment are inflated by three percent annually. 

• It is assumed that purchase electrical power costs will average $40.00 per 
megawatt hour in 2003. 

City of Columbus 2003 Budget  30-11 



Enterprise Funds 

• Proposed new bonded debt is conservatively projected.  It is assumed that 
such debt will be directly bonded at 5.0 percent in 2003 and 5.5 percent 
thereafter. Details regarding the proposed capital expenditures are available 
in the capital summary section of this document. 
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Enterprise Funds 

Water Operating Fund 
 
2003 Cash Balance Statement 
The beginning 2003 cash balance of $29.8 million represents a decrease over 
2002 of 20.6 percent.  
 

 
 
2003 Revenue Summary 
User fees completely support the operations of the Water Division.  Section 120 
of the City Charter empowers City Council to establish rates in such amounts as 
will fully cover the costs of service.  Rates are designed to cover operating and 
maintenance expenses and debt service on all revenue bonds and general 
obligation debt that have been issued for system purposes.  System rates are 
reviewed annually by the sewer and water advisory board which recommends 
rates to City Council for approval.  The board consists of three city officials and 
seven consumer representatives. 
 
One of the city's goals in the rate setting process is to avoid steep increases and 
at the same time to fully meet the needs of the system.  In order to achieve this 
goal, the city first developed a ten-year pro forma operating statement for the 
system in 1983.  On an annual basis, the pro forma statement is updated to 
reflect current appropriation levels and adjusted for actual revenues and 
expenditures. 
 
Statements relative to this fund are made on a cash basis, which do not account 
for outstanding end of year encumbrances.  A revenue summary chart and a 
description of the major sources of revenue to the water enterprise fund are 
provided below. 
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Revenue Notes: 
• Revenues, excluding the beginning cash balance, will total $102.9 million in 

2003, an increase over 2002 of 5.0 percent.  The revenue in 2003 does 
include collections from 2002. 

• There is a five percent rate increase projected for 2003. 
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Water Pro Forma Operating Statement 
A pro forma operating statement for the ten-year period beginning 2002 is 
presented on the following pages.  The statement is designed to project the 
utility's revenues and expenditures for that period, given certain assumptions and 
is essential in planning capital improvement programs and in setting utility rates.  
The major assumptions included are as follows: 
• Water sales growth is projected at one percent per year, based on the ten-

year history of water sales growth. 
• Operation and maintenance expenses, excluding health insurance, pro rata 

and the allocation for the director’s office, are inflated at three percent per 
year.  Health insurance reflects actual 2003 projections and is inflated by 
seven percent per year thereafter. 

• Proposed new debt is issued in the form of bonds at 4.5 percent in 2002, 5.0 
percent in 2003 and 5.5 percent in 2004 through 2012. 

• In 1995 and 1996, the City of Columbus issued a total of $62.8 million in 
variable rate debt for Water Division capital projects.  For purposes of this pro 
forma statement, the interest rate on that debt is assumed to be 3.5 percent in 
2001 and thereafter. 

• The system capacity charge revenue is projected at one percent growth per 
year. 

• Interest rates on investments of revenues and reserves are projected to be 
three percent in 2003 through 2012. 

• The sewer and water advisory board has recommended a five percent 
increase in water rates in 2003. 

• The Division of Water's 2003 capital improvements budget (CIB) of $57.7 
million has been discounted by 20 percent.  This reduction recognizes the 
probability that debt issued in any given year will not reach the levels outlined 
in the division's capital improvements budget due to unavoidable lags in the 
project planning and implementation process.  The CIB ordinance will reflect 
the division's entire approved plan. The subsequent years of the capital 
improvements plan are also reduced by 15 percent. 

• The pro forma statement assumes debt issuance amounts of $34.6 million in 
2002, $46.2 million in 2003, $49.9 million in 2004, $35.1 million in 2005, $36.4 
million in 2006, $45.6 million in 2007, and $31.4 million from 2008 to 2011. 
Note that these amounts reflect the capital improvements plan after the 
above-described discount. 
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Enterprise Funds 

Storm Sewer Maintenance Fund 
 
2003 Cash Balance Statement 
Prior to 1993, the storm sewer maintenance special revenue fund was used only 
to reimburse the sanitary operating fund for stormwater management  expenses.  
No expenditures were made directly out of this fund. This arrangement changed 
in 1993, when the storm sewer maintenance fund became the operating fund for 
stormwater management engineering and design.  The sanitary fund is still 
reimbursed for storm sewer maintenance expenses. 
 
The storm sewer maintenance fund will begin 2003 with an unencumbered cash 
balance of $10.3 million.   
 

 
 
2003 Revenue Summary 
Stormwater maintenance fees provide all revenues to this fund.  In August 1995, 
the Division of Sewerage and Drainage implemented a new fee structure based 
on the impervious area of a given property, which directly relates to stormwater 
runoff into the storm drainage system.  The stormwater service fee is based upon 
an equitable and consistent rate system, defined in equivalent residential units 
(ERU), where one ERU equals 2,000 square feet of impervious area. The fee, as 
recommended by the sewer and water advisory board and approved by 
Columbus City Council, was $2.44/ERU per month for 1995.  During 1995, 
however, revenues exceeded original projections by nearly 50 percent; a result of 
higher than projected ERU’s, and lower than projected credit applications.  For 
that reason, the sewer and water advisory board recommended a rate decrease 
for 1996, to $1.64/ERU per month.  In 2000, the stormwater rate increased by 35 
percent, after 5 years of no rate increases.  It increased by 12.5 percent in 2001, 
and it increased again in 2002 by 9.6 percent.  Statements relative to this fund 
are made on a cash basis, which do not account for outstanding end of year 
encumbrances.  The following chart summarizes actual and projected revenues 
for the years 2000 through 2003. 
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Revenue Notes: 
• There are no unusual items in the 2003 revenues. 
 
 
Storm Sewer Maintenance Pro Forma Operating Statement 
• The Storm Sewer Maintenance pro forma operating statement assumes that 

rates will increase by 5.1 percent to $2.87/ERU in 2003. 
• This pro forma statement assumes that funding for future debt issued for the 

Franklinton floodwall will be supported through stormwater revenues. 
• The division's 2003 capital improvements budget (CIB) of $32.5 million has 

been discounted by 20 percent, as are subsequent years.  The reduction 
recognizes the probability that debt issued in any given year will not reach the 
levels outlined in the division's capital improvements budget due to 
unavoidable lags in the project planning and implementation process.  
Floodwall debt has not been discounted.  

• The pro forma statement assumes debt issuance amounts of $5.4 million in 
2002, $26.0 million in 2003, $23.9 million in 2004, $21.8 million in 2005, $14.9 
million in 2006, $11.0 million in 2007, $6.1 million in 2008 and $17.3 million 
from 2009 to 2012. Note that these amounts reflect the capital improvements 
plan after a 20 percent discount. 
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